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Queens man
nabbed in
callie-pirate
crackdown

By ANN V. BOLLINGER
A QueeIUl bWIlneuman was ....

rested yesterday on char.., ~
rigging cable-TV boxes 80 _...
cuatomen could watch pa, TV
for free - aacam that COlD'"
nies aay coeta them blllloDa 01
dollan a year.

Stan Norwalk, 10. of Flua.ldlW.
was arrested after the~
c:Uatr1ct attorney'. -office ......
lDore than 1,800 rirged box.- ~
hili company, Tele8tar Satelltt&
at 182-19 Jamaica Ave.

The boxes. which 80ld at ..
each, '"werecarefully wrapped ID
cellophane, and bore waraIDI
lticken about the Wecal plnl'
IDeo! program.." DA Rlcbard
Brownaald.

UDdercover In~
bought to rigged boxes.~ aI
which were altered on orW to
flt a buyer'. particular cable~
vlce, Brown aald.

They alao Hiud tl0,OOO ID cub
and the equipment uaed to fix the
boxes at Norwalk'. firm. ..
Imown as SCI Communlcatlolla.

"Cable piracy has become a
major national problem," laid

. Barry RoHnblum, prelldeDt of
Time Warner Cable of New TarlE
City.

The National Cable TeleVlaloD
Auoclation eltimatea cable
companleslOH"-1 bWion a y....
to CUItomera U8Ing rigged box_

Norwalk wu charged witb
criminal poueaalon of 8t01eD
properly, fa1IIlfylng bu8lneIa
recorda, and unlawful dupUca
Uon of computer mater1ala.

Brown aald buyers of the __
could &180 face cr1mIDal cbarpa

"It would be hard to lID....
these buyen don't know wbat
they're buYlnc," he aald.

Brown cited a survey that
found 36 percent of cable-TV aub
acriben In the New York City
area own rigged boxes.

"For each lllegally owned box.
an e.timated ta,108 In potential
revenue was lost over the flve·
year life of the box," aald Brown.

Time Warner Cable and the
Motion Picture Auoclation of
America provided fundlnc and
manpower for the Investigation.

"By joining force. with the
Queena DA'. office, we wW ..
sure that cable thieves are dealt
with to the fullest extent of the
law," aaid RoHnblum.

Norwalk face. up to aeveD
.....__ I .........1.........., Aft.... ..1........
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CONFESSiONS OF ACABLE PIRATE

ELECTRONIC BULLKf
Then there was the much-heralded "electronic bullet"

fired by American Cablevision of Queens in New York
City. That countermeasure disabled some 300 pirate To
com boxes in April 1991.

In other cases, bullets have failed to make much of
a den\. One technique used by S-A, for example, puts

SEE CONFESSIONS, PAlm 42

officials are working on a board-level change to their en
coders that may defeat the latest attack developed by the
firm Richard works for.

But Richard says his firm is shipping pirate decoders to
systems "up and down Highway 5" in southern Califor
nia, including those systems outfitted with the BA 6(K){),
such as Cox Cable San Diego.

Already, the finn ships between 50 and 100 pirate de
coders a day, mostly to Californiu ami the New York
metropolitan area. "We're doing lots of business in Sun

Diego," he said.
''I'm not an electronics whiz, but when

I started, Pioneer was the toughest to
crack," he said. "Today, we have a terri
bly profitable answer." The pirate Pioneer
clones sell for $320 each, he said.

The company buys the base units, Sci
entific-Atlunta Inc. boxes in this case, t'i.lr
$24 each, and retrofits them using $18
worth of parts, giving them u "Pioneer"
personality, he said.

'75 5 J' r'z "Of the first 30 to 40 units we sent out,
about half came back disahled by a 'bul

let:" he said. "Rut the latest shipment of .to to 50 hoxes all
stayed oul."

Apparently, the countermeasures that were effective four
months ago aren't disabling the latest generation of pirate
boxes.

OI)S & VENDORS FIGHT BACK
The cahle industry's counterattack has begun. Pioneer

" By GARY KIM

A
bout a year and a half ago, after a slump in the
computer industry threw him out of work, a 36
year-old regional sales manager we'll call
"Richard" answered a newspaper ad placed by an
electronics firm seeking phone sales agents.

What he didn't know then was that the firm sells pirate
decoders. It's not something he's proud of. But with a fam
ily of four to feed and a wife working the graveyard shift
at a major retail outlet, even the two jobs he's now hold
ing have barely been enough to get by on.

He's grown to "hate the idea of doing
this," so one way or the other, Richard
says he's getting out. But before doing
that, he called Multichannel News, "sort
of as a way of confessing," and agreed to
share his observations about the business.

Richard called after reading an article
we published about signal security,jn
which one descrambler manufacturer rep
resentative said the objective of new se
curity measures was simply to raise the r~'

cost of a pirate decoder up closer to $700,
with the aim of making it a less attractive proposition.

Richard docsn't think that'll work, based on what he
knows about the cost of retrofitting descramblers.

A case in point: Richard's firm three months ago was
able to break security on the Pioneer Communications of
America Inc. BA 6000 series decoders, a box that has been
impervious to most threats in the past.

In fact, Cox Cable San Diego's manager of cable theft,
Randy Weaver, said he'd "never yet seen a pirate Pioneer
decoder." That will change shortly; Weaver plans to have
one ordered from the pirate company.



Confessions' from
'A Cable-Box Pirate

OTHER PROBLEMS
The olher problem. even in areas where the oper

ator has a local cable theft ordinance on the books and
a willingness to push the matter. is that "you ron inlo
people who can'l go to law enforcement." said the
source.

"In some cases, the local fire house is part of the
distribution chain." he said. The pirate source con
lirmed the eXlent of that particular problem. "The two
largest categories of buyers. by job title. are policemen
and firemen." he said.

Indeed. one problem is the mushrooming of interest
in pirate decoders from otherwise law-abiding people,
Decoder theft has "gone suburban" recently. and
seems to spread "at the neighborhood level." said the
decoder tirm securily expen.

Some calls come from higher places. One owner of
an electronics supply house. who won'l deal in refur
bished conveners of any kind. said he gOI a call in the
lasl month from a U.S. congressman who said he was
looking for a universal remote conlrol.

The talk eventually got around to pirate decoders.
The congressman said he knew "lots more" could be
sold where he was.•

BASIC VS. PAY THEFT
In fact, basic cable theft and pay cable theft are very

different matters. The Cox San Diego system. which
has nine full-time tap auditors in the field. has con
vened 2.500 illicit active drops to paying status over
the last eighl months. and expects 10 reach 4.000 by
the end of the year.

Illegal decoders. on the other hand. often are delect
ed when an anonymous phone call comes in. "Mosl
of our leads are from babysitters. neighbors. ex-wives
and ex-girlfriends:' said Weaver. "It seems people like
10 brag aboul how Ihey're gelting programming for
free."

In other cases. suspicions may be raised when pen
etration rates in a single MDU. for example. seem out

of line with system averages, said Broce Kent. field
operations manager for Garden State Cable in Cherry
Hill, N.J. Garden State runs an audit team of four to
five people.

Times-Mirror Cable Television is even more ag
gressive on tap audits, though it appears that signif
icant volumes of illicit decoders may be making their
way into Dimension Cable systems throughout south
ern California.

"Every installer. technician and sales person is re
sponsible for inspecting at least one tap a day," said
Steve Quinones. national drop audit manager. As a re
sult. Quinones estimated that, nationally, Times-Mir
ror systems have less than 2 percent illegal drops con
nected. In addition. about 10 percent of all disconnects
are double-checked as well.

To put teeth into the policy. a crew of auditors is
constantly on the road. performing spot checks on lO
to 20 percent of all drops in a system. "If the system
doesn't pass. the GM has to pay for a full drop audit,"
said Quinones.

RESISTANT TO PIRACY? Decoder piracy is another matter, however. and is
Among the few boxes this particular pirate outfit left to the discretion of local managers, he said. One

doesn't sell are the Zenith Electron- telltale sign of possible piracy is an
ics Corp. PM-I and PL-t. The PM- "'.,,- "'.- ...,". "',' C~·">·'W unexplained drop in pay penetration.

~J~:=:~:i:: :'uts:"'~~t ;;r=~,~i~rS~H:~~~
Sonic Communications systems also how th-/re getting trated on that over the last two to
have proven resistant to attack so 'gJ three years." said Maynard Jarvinen.
far. Sonic, which operates many sys- prog.."ramming for technical operations manager. Wam-
tems in California. uses Jerrold free.' er also has moved to greater use of
baseband equipment, though the en- lock boxes.
crypUon and addressing schemes are . Iandy.~ Though Jarvinen said it was "fair-
compatible with the old MIA-Com manager, cable tbeIt, Iy easy to take countermeasures once
Cable Home Group boxes that only Cox Cable San n:.- we know the fake ideniification
a couple of systems, including -....... numbers of pirate boxes," Ihings

Oceanic Cablevision in Honolulu. •••••••••••1 could change there as well. Palm
ever adopted. Springs uses the BA 6000. and was

"Maybe that's one reason they specifically mentioned by the under-
have the problem," said John Adams. Sonic Commu- cover pirate firm employee as a place sales were im
nications general manager. "At any rate. we're not possible until the last couple of months.
aware of a real pirate problem." Things could take another turn soon. Though

There are still two Jenold baseband models left that Richard hasn't personally seen it, a new device known
have proven troublesome to at least this one pirate as "the cube" is being peddled. "One guy told me you
firm. set it on top of a Pioneer or Jerrold box and it de-

Continental Cablevision district engineer Paul Gib- scrambles everything," he said. "The guy was look
son said his system is "right in the middle of looking ing for a manufacturer to build it...
at" signal-theft issues. Gibson's Fresno, Calif. system One security officer at a descrambler house said
serves about 100.000 basic subscribers. A growing "some significant number of operators jusl don'l feel
number of those customers are stealing the four pre- they have a problem."
mium and two pay-per-view signals. however.

"We sell close to 100 boxes a month to Fresno.
Calif.:· said Richard. the pirate firm informant.
"There are a half-dozen to a dozen people pushing lots
of boxes there:'

Ironically. owners of pirate decoders are "some of
the best basic customers you'll ever find." said Cox
Cable's Weaver. They're happy 10 pay for basic and
steal all premiums and pay-per-view.

CONTINUED FROM PAGE J
the descrambler into a "standby mode," disabling the
tuning function. Unfortunately, that can be overcome
by unplugging the descrambler for 30 seconds. and
then plugging it back in. said Richard.

When some customers complained about having to
manually unplug the boxes, Richard's company sug
gested adding an appliance timer than automatically
shuts the box off for a while every day.

The popular S-A "8580" terminal can be cloned by
a model "8536 Plus" unit that "isn't bothered by bul
lets at all." Richard said.

Clones of Jenold tri-mode boxes, including those
using the "fast tri-bi" encoding method. and Impulse
7000 two-way models. for example, are available
now.

New models, such as the S-A 8600, are a problem
because the raw material typically isn't available. But
the 8590 can be cloned. Richard said. emulating the
86OO's functions. albeit without the on-screen features.

QUESTIONS?
IF YOU HAVE QUESTIONS

ABOlIT YOUR MULTICHANNEL NEWS
SUBSCRIPTION, PLEASE CALL

(215) 63()'9326.

a UNR Industries Company
_Steel

Unarco Commercoal Products
Unarco Material Handling
Unarco Rubber Products

UNA Home Products
UNRLeaYltt

UNR Rohn

To Place Your Order, Phone

1800 MID-CATV

Take Time
to Call Us
for a Price

Before
Your NextOrde~

More than supplies. Solutions.

MIDWEST
--...,. ... , ... ""'iII.~ilI'"'.l~.Ao>,llI''''

CATV



FBI Seizes $500,000
Of Cable Equipment

tip from a local man who was of
fered an altered set-top convener.

Reifschneider said the majority
of the hardware recovered was
Zenith z-tac addressable boxes. but
the serial numbers will have to be
checked to determine if they came
from Heritage or other sources.

The FBI seized customer lists
and United Parcel Service receipts,
leading them and Heritage to be
lieve legal boxes were solicited
from cable customers inter- and in
trastate to be altered to receive all
programming signals.

State law allows the recovery by
cable companies of55,000 or triple
aetUalloss from consumers using
illegal conveners. Reifschneider
said the system will use any cus
tomer records recovmed in the raid
to solicit payment from West-Tech
customers.•

SAN JOSE. Calif. - Following
up a telephone tip. the FBI last

week executed a warrant on a
home here and confiscated 400
whole and disassembled cable con
veners. customer records and com
puter chips valued at S5OO.000.

The resident. Earl Ronald Scholls.
46, was conducting a business out of
his home under the name West
Tech. He was not arrested. pending
the conclusion of the investigation
into the source of the cable equip
man. acca:ding to the FBL (An ear
lier three-city bustnetted 3S.ooo pi
rare conveners. See story page 11).

The tip.was phoned in to asecret
wimess line established by Her
itage Cablevision.

Steve Reifschneider. the sys
tem's general manager, said the in
vestigation began a little over a
week ago after Heritage received a

CdIJ'llPirates Busted: in 1I1tee-,Cities.', ,; '>;:::~~f:t ' . ..'C'. ~ " '~',~"i':;~:~>;" .'
., LIlLIE ELLIS ' NCTA's Office of Cable Sianal 1ec:tlnoIoBYCorp." and "Videolek Iel'YiceI ineMIl 1acIICIbIe . a anndjury IIIC1 aet 11\ indic:cment

I n.....be die-..iDepI 1beft. . Corp." '111I flnnllipped 1ft-.. ' QlII r i ..,.. ~ ':; Tbat takes some time," said FBI
... t! bullner.dleFed- ,. --r1aiIiullutronelIDic:Uraid," of 300 iUelalbolles a week, 'lnlak:aIly.whiIe ?":-·apeciaI ...tS....MDten.
.........alhnJrt'pli iii ... · olluourcuaid, nobill that the loun:euaicl. ' . . , dleNCrA·UiaaADlft - FBI officials said they hadn't

...........35'OOO ·aiiMn- numberof~...in lbiI The outfit advertiIed Its wares, 1: aspeic:b 10 1M ~'~·COIll1tleted afull audit, but prelim-..a-.~ 1Iudtt rmd lep..... lI1mClIl bI1f the IOla1 lIIIlionaIly in e1ectnlnic:a lIMlpZiMs ',.,alCIIIII '1w.vIIianBnIl-- bwy evidence IbowI ihat the com-
In a~ IIid\11:I.ill'"VI- number of devices seized by ofti· IIId Ihipped boaeI.-Ie by...- Cable-Tee Bllpo In tarpt-city pInY empJoyed 50peopleor-.
.........1IIds..~ cials naIioawide last yar, OUI indi.ay vendoa, incMIna'" Reno. In wbicb be put.... in· " The FBI _ a1IoftlCCMll'lld~.....oId111...... The bolla werela1r.en from daee roId Cammuniclticllll. duIay~toClble""" tiMs: aY'I1JlIsu.a reconIs.
tmY....... in...te- W8iebouIeIlIlIeC1 by a West Coat The altered bous were pro- at S3 biWon. . .., NCTA and FBI oft"lCiais specu-

.alSleDmlIiaaor_toClble in- comJlMY operatial under seven.I gnmmed to deIcnmb1e pnmium No criminal cbaqea him~. 1aIe diIt the bolla may have been
dllllry and fraacbile autborities aliases, including "G1obaI Cable and pay-per-view proarammilll filed yet in the latest piney IiUIt. ' acquired off-shore, in an incom
~ the CDUIIlI'y, alCIllI'lIIaa 10 the Networks," "D.S.M.," "Video and also could descramble basic. '"We hMe to~,the evidaa III 'plete state, Ihen assembled at one
---..;----....-----------------------~.".,....,-------of the IfCIUP'S i1WIIIfllCt1liinafacil-

ities.
"They were retrofittina the c0n

vener bolllS themselves, so we
have reason 10 believe they were
actually in the manuflllCtUi'ing busi
ness as well." Madden says.

U1e'" COIIveners/descnmblers
_ typically obIaiMd by the pinItes
tbroqb thne cbannels: offshore
............~g
of......boaeI and iIJe&itimate.
CUlar-ies posina U COllvertel' re
pair distributon.

Of the devices conflSC&led within
the U.s., "the csbIe operator is usu
ally at Ieasl once mnoved from the
(illqitimMe) distributor," said one

, engineer at a large converter man- .
ufaeturing faeility who asked to re
main anonymous.

In some cases. openIlors may sell
depreciated bolles 10 refurbishers.
bullols of bolles may later be Irnn.~

I ferred 10 third parties whom the
, , converter repair vendor believes to

be tepcimI& InOlbercues, boxes_limi*j'" from warehouses.
Ftbe~1aid.
,':: JIIdu.y soun:es _ pleased with
the mapitude of the recent buSl,
but remain dismayed at the !llYerity
of the piracy problem.

"It's unfonunare that the industry
has taken so long to get serious
about it (piraey). Had we~ the
Ioca1 police IRd legal organizations
invoI~ three or four years ago. we
could have stopped some of this be·
fore it gOi this bad. Now:' one
IOUi'Cll CUlIChaded. "it's proliferated
ellponentially....
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Cable-TV Pirates Beco~ More Brazen,
Forcing Industry to Seek New Remedies

A Cable Pirate's Treasure

All JerrOICl. Oak H
Allama. MagMv' amlin, Zero"h. Sc'ent Ieq ._ o.anClaJI'"~ I,C
h UIDlnent avaliable 'Or -~,,'al,zeCl cable

Our, FOr tilt serVIce M~,pment W',"," 24
lelepilone orCler, ac I VISA or COD
60 Day Guaranlee cepleCl (100) ....3030
: A.~. to 5 P.M. c.~~uanl'IY O'SCounrs,

NDe. Send self.lIGcIr8I· CLOSED WEEI(.
- rSOc .... SI<l 51a,",*, en..-C.I

association unveiled a national anti-theft
ad camp,ugn featuring the stern-\'oiced
John Walsh. host of "America's ~lost

Wanted," to run on Fox Broadcasting Co. 's
affiliates. Awards were also handed out for
the six toughest anti-piracy cable systems
in the U.S. In the No.1 spot: Cable TV
Montgomery, the Mary-land system that
zapped the Tyson fight.
At a Loss

But for all their efforts. cable opera
tors are at a loss to thwart the vast
majority of theft. Under federal law, dis
tributors of illegal decoder boxes can get up
to five years in prison and big :ines_
Viewers at home can face up to six months
in jail and a Sl,OOO fine. But prison terms
are extremely rare. Stiff fines are seldom
levied and rarely paid in full. Rank-and-file
viewers are hardly ever caught- and when
they are, they often go unpunished.

And so large-scale distributors are often
free to brazenly engage in modern market
ing techniques. Many buy ads in the back
pages of electronics magazines such as
Popular Science, Radio Electronics and

Please Turn to Page 86, Column :1

Ads in eleclronics magazines brazenly aIIer
equipment designed tD aid and abet cable
theft, the Industry contends. Thoul1h tire ads
carry a wai"If requiring buyers ttl notify
their cable systems, few ever do.

Why Pay Monthly Rent
to the Cable Company
When You Can Own a ..

~~~~ICable Saver~··1

95~c of all U.S. homes. leaving little room
for expansion.

The electronic theft is especially da
maging to the pay-TV business. Most pi·
rates subscribe to the cheapest cable servo
ice and buy illegal decoders to heist
monthly pay senices costing S30 to SiO a
month. That damages an already ailing
industry: Last year every major pay serv
ice but Walt Disnev Co. 's Disnev channel
lost subscribers. nine Warner Inc.'s Home
Box Office, the leader, lost 300,000 homes.

Cable operators are struggling to fight
back, doggedly pursuing pirates with pri
vate detectives, amnesty programs. ad
campaigns and new high-tech countennea
.sures. With the aid of new scrambling, or
"encryption," technology, some cable
operators are firing "electronic bullets"
into pirates' homes - streams of data that
render the illegal descrambll'fs useless
but that approach is still costly and re
quires sophisticated equipment. Cable sys
tems are also. pursuing criminal coone
tions and are increasingly squeezing dis·
tributors and pirates in civil COtlrt.

Earlier this week, at the cable indus
try's annual convention in Dallas, the cable

By MARK ROBICHACX
Staff Reporter of TuF. WALL STRF.ET JOURNAL

NEW YORK - When fight fans in Mary
land tuned in to the much-touted pay-per
view match between Mike Tyson and Razor
Ruddock last June, hundreds of viewers
were sucker-punched at the opening bell.

That's when the picture on their screens
went wavy. The local cable system had sud
denly scrambled signals in a way that
obliterated the picture on TV sets that had
illegal converter boxes.

, In the first hour, the cable company
received more than 200 complaints from
disgruntled viewers - all of whom had ex
pected to get the event without paying for
it. A day later scores more called. When
pressed for answers about their service,
most hung up.

"Did we get satisfaction'?" asks John
Eddy, president of the company, Cable TV
Montgomery, a unit of Hauser Communica
tions Inc. "Of course we did."
Brief Relief

But it was only brief relief for a com
pany that loses S12 million a year in
pirated pay services. And Cable TV Mont
gomery isn't the only one hurting. Federal
investigations have uncovered a number of
illegal cable distributors whose vast net
works display an unprecedente·d sophisti- .
cation and financial scope,

The illegal distributors sell from ware
houses instead of car trunks now, and
national advertising, direct-mail cam
paigns and 800 numbers have helped them
build multimillion-dollar operations, They
even accept credit cards. In a recent raid in
New York, investigators seized 50,000 ille
gal decoders from a company with an
estimated SID million in annual revenue.

"Cable piracy is pervasive, it's growing
and there is no quick cure for the problem,"
says Jim Allen, director of the National
Cable Television Association's cable theft
office. Cable system operators argue that
the same people who steal cable would
never dream ofwalking into a i-Eleven and
swiping a Twinkie.

"People don't think stealing cable is a
real crime. They don't take it seriously,"
says Kent Walker. an assistant U.S. attar-

.ney in California who is negotiating a plea
bargain with a distributor who was ar
rested with -lO,OOO illegal descramblers.
Less ·Expansion

Revenue lost from cable theft - or pi
racy as the industry likes to call it - has
doubled in five years to more than $3
billion, according to the National Cable
Television Association. That is the equiva
lent of 170/< of total industry revenue. Cable
piracy is particularly painfUl for the indus
try now, because the torrid growth of years
past is all but over. Cable can reach into
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Cable-TV Companies Are Losing--.
Millions in Pirated Pay Services

I 111.,1

Continued From Page 81
Nuts & Volts. Today the couch potato who
wants premium services withoutpaying for
them can dial an 800 number. request
24·hour delivery and even get a service
warranty. To match the decoder model to
the caller's cable system, many distribu
tors need only punch the customer's ZIP
code into a computer data base.

The pirate companies, trying to sidestep
legal trouble. use a simple fine·print waiver
in their ads. such as the phrase "Void
where prohibited by law...
An Override Circuit

Many Ulegal converters sell for be
tween Sl00 and S300 and look like the
cable boxes that are used for basic service.
But inside, technicians have "blown the
chip." replacing the standard circuitry
with an override circuit that enables the
box to receive pay senices \\ithout authori·
zation from the local cable company. Oth·
ers add a tiny box. or descrambler, to the
box provided by the cable company.

The 800 services explain away questions
about the legality of their products with
responses such as this one, gi,'en to a recent
caller: "You aren't authorized to view
premium channels unless you notify the
cable company." IFew buyers botherto do
that, and it is unlikely the cable compa
nies would agree to allow it. '

Frustrated by the bold tactics, some
cable companies play cops and robbers.
with mixed results. Cable\ision Svstems
Corp.• Woodbury, N,Y" helped federal
agents in a 16-month investigation that led
to the biggest seizure to date - 50.000 de
coders in warehouses in Brooklyn and Long
Island. Cablevision sent in its own under'
cover people to make the buy as security
agents monitored the purchases from a van
across the street.

\

"We handled it just like a drug opera'
tion." says Henry Hack, a former police
man Who is a manager of investigatIOns at

Cablevision. In August 1990. FBI agents
raided the warehouses, and distributor Can
Muneyytrci was later arrested on federal
charges. cablevision filed a civil suit
against him. Both the criminal case and the
civil suit are pending. A lawyer for the
accused couldn't be reached for comment.
Tax Evasion

And In what appears to be the biggest
win yet, Arthur Brett Kaufman was con·
victed in federal court on tax'evasion and
mail-fraud charges for selling 6,500 illegal
decoders in 1988. He was sentenced initially
to pay $1.3 million in restitution to several
cable companies and serve three years in
prison. The judge has since reduced his
sentence to 13 months in prison and restitu
tion of SHO.OOO.

Despite the occasional victories. cable
operators are still tormented by thousands,
if not millions. of individual viewers who
divine devious and ingenious ways to get
something for nothing.

Tbey range from doctors to ditch·dig
gers. A New York insurance salesman
bought 10 illegal converters and gave them
to his best customers; he hasn't been penal·
ized.

Tile snazziest new weapon in the war on
pirates is the electronic bullet. If illegal
chips are in use, the bullet uses the chips'
own programs to halt service, distorting
the images.

After it fired a bullet in Queens, N. Y., in
April 1991, TIme Warner Inc.'s American
Cablevision fielded calls from hundreds of
pirates who were persuaded to bring their
boxesin for testing. Then the company filed
suit in federal court against 317 people; 314
have since settled their cases for a fine of
S500 apiece.

But Time Warner's victory may be
short-lived. At least one company is now
advertising a new line of converters that
are touted to be entirely "bul1et-pr~f."

..
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Illegal descramhler
can tune in trouble

TV descrambler confiscated by FBI

By Robert Albrecht
Dispatch StaR Reporter

Are you enjoying cable televi
sion cheaply - with a de
scrambler bought on the sly?

Better not spread it around.
Better hope whoever sold it to you
did not jot down your name and
address.

FBI agent David Schroeder
and other agents will not hesitate
to get you involved in the U.S.
justice system.

Descramblers, devices that en
able cable or satellite dish televi
sion customers to receive un
scrambled signals without paying
monthly subscription fees, are ille
gal, Schroeder said.

The descramblers are avail
able mostly through catalog com
panies and through some televi
sion sales and repair shops. The
only legal source is the cable serv
ice to which you subscribe.

A Reynoldsburg television
shop owner is to be sentenced soon
for selling descramblers. A similar
case involving a N. High Street
!'thop owner is to go before U.S.

District Judge James L. Graham
on M;ay 29.

Before sentencing a man in
1988 for selling descramblers, a
federal judge in New Jersey not
ed, "In essence, defendant was
selling electronic burglary tools.

"We must make it clear that
theft through electronic means is
just as much a crime as taking
money out of a cash register."

The judge sentenced the seller
to 36 months in federal custody
and five years probation and or
dered him to pay $1.3 million in
restitution.

At $300 or $400 each, the at
traction a decoder holds for TV
fans is obvious.

Using one, a cable subscriber
paying the basic monthly rate of
$12 to $15 can tap into premium
programming that would other
wise cost up to $70 a month.

"You can recoup your cash in a
year," Schroeder said.

And you could lose a lot more if
you are found guilty of possessing
one.

Penalties for use of such equip-

ment were stiffened in 1986. A
private user faces up to six months
in jail and a $2,000 fine. Businesses
may pay more dearly.

A local businessman, whom
Schroeder declined to name, used
the mail to order descramblelil for
five employees.

"It so happened that 10 days
after he ordered those, the FBI
executed a search warrant" for the
mail-order business, Schroeder
said. Among the confiscated items
was a list of customers.

Dispatch photo by Eric Albrecht

The local businessman was not
prosecuted, but he had to testify
against his source, and he had to
surrender the descramblers.

''The FBI in central Ohio is
taking a hard look at these opera
tions ... because we have the
support of the U.S. attorney, D.
Michael Crites," Schroeder said.

He said Crites has indicated he
"is willing to proseeute any case
that slows significantly commer
cial gain by a person or enter
prise."
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FBI nabs 1,000 cable decoders
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Getti...~ ShcMvtime ud odIer PI&'
mium~ c........ on televilioft without
~.I IS a federal crime. FBI qaUs sajd
iftCr seizin. about J,OOO cable .....~
en Tuelday in a Boca KIltOn wareJaou&

"Tbis facility was • locatioa wbae cIecoCJ
en were beinlsbippecl tI1rouahoet tile
United States." FBI...- Robert Neumann
said after the 10 LIII. raid on N.A.S••Tru
sworId, 5061 N. Dixie Hwy.

Decoders - electronic devices reated
lepJly by cable companies to consumers and

DI8Ced ... 1'V ... - were sold diNctIJ· • """"·criIu·pull.....by six IDOIltbs in
Iiom tile wanIIauIeo sbippe4 ..... or priIoa, • SI;. fiDe or batIL
marbled by mail ont.. .' . .. bOn ..·tippoII by dieb~

The ... COlt: $250 eadI, Mea..... lDUIu oI...dInden indie Uaited
saicl. ' .States. J eo.m-..ic8tioN
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.arrests ........ The iDWlIIiaIdaD is.... . ClOPf CJI!e ad tIid,
tiDuina to cIdemUnc whete the cIccoders . , par . .'ret!" 'or ~.um mb.II
wem ..,1..ftOm.... . ~o..., ~ said.' .'.

no........._ ..<I_la.~
.fedenl Crimepua~ by a year iDprisoI),~. =
a 125.000fme 01' both. Just baYiDa ODe isaJ~
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ment pending any court decision.
(Cablevision, however, may only offer a
pre-litigation settlement if threatening
a civil complaint; a deal in criminal
matters is illegal.) Ninety percent of its
cases are settled out of court. "You
really have the hammer in your hand,"
said Dunderdale.

In a study updated two years ago, the
National Cable 'Thlevision Association
estimated the cable industry's overall
theft of service ranged from 12 to 15
percent of homes passed. Seven to 10
percent of that covers "passive sub
scribers" who receive free cable
because of improper disconnection or
work-order procedures, costing opera
tors approximately $1.4 billion in lost
revenue.

That amount, however, does not take
into account lost revenue from pay-per
view, which is increasingly perceived by
some operators as an up-and-coming
revenue source: 1988 pay-per-view reve
nues are estimated at $210 million,
according to Paul Kagan Associates Inc.

FlltertllK out

T echnology can also play an impor
tant role in preventing theft of

pay-per-view. Although Cablevision has
considered addressable taps, at $210
per unit they would be "cost prohibi
tive," Dunderdale said. Instead, Cable-

. vision has purchased 300 high-band
filters produced by Microwave Filter
Co. Inc., which attach to the existing
tap and filter out pay-per-view pro
grams.

"Every time we build a 12-foot wall
they get a 13-foot ladder," said Dunder
dale, although he notes that "the uni
verse of commercial accounts is not
monumental."

In 1988 the cost of the theft depart
ment was $300,000, including person
nel, trucks, tools and overtime. Dunder
dale believes the unit last year resulted
in nearly $500,000 in revenue for the
system.

Theft of service is considered a crime
by federal, state and local authorities.

In Boston, when Cablevision investi
gators discover a violation, they note
the number of patrons and television
sets and whether a satellite reception
dish or cable hookup is being used.
(Operators should not seize equipment
at the moment of discovery, notes Dun
derdale, because the act may rile
patrons and may be considered a form
of theft.) The next day, investigators set
up a meeting with the owner to seek
compensation without going to court.
Cablevision then informs the owner
that the cable operator may withhold
cable from the commercial establish-

By KII'In Edlllz

S uspecting an illegal screening of
the June 12 Leonard-Hearns pay

per-view fight, two Cablevision of Bos
ton theft-of-service investigators that
night entered a Boston tavern. 'Ib their
surprise, they saw 50 men, drinks in
hand, huddl~d around a television set
watching ... a home shopping network.
Unable to prove the patrons were in fact
there to watch the much-publicized
bout, the two investigators quickly left.

But that case is the exception. In less
than two years, Cablevision Systems
Corp. 's Boston operation has become
known as a leader in combatting theft
of service, especially theft by commer
cial accounts during pay-per-view
events. Its audit department-10 men
and two women-is an investigative
squad responsible for quashing once
rampant theft of service among sub
scribers and approximately 225 com
mercial accounts.

The larceny can come in many forms.
Usually subscribers buy "black boxes"
(illegal addressable boxes). Other ille
gal boxes are bought from "pirates"
who alter obsolete equipment pur
chased from cable operators. Bar own
ers, wishing to lure paying customers
with pay-per-view events, often order
the event at home then hook the autho
rized box up in their establishments.

Experts agree that "black boxes"
have recently become so sophisticated,
that in addition to premium channels,
they can also receive pay-per-view pro
gramming.

Through it all, Cablevision has made
significant headway. In November
1988, during the unit's first pay-per
view event (the Leonard-LaLonde
fight), three investigators caught 17
violators out of only 25 establishments
they checked.

But during the recent Leonard
Hearns fight, the unit and additional
employees found only six violators out
of approximately 217 establishments
surveyed. "The word is out. We ham
mered them," said G. William Dunder
dale, system security manager for Bos
tonlBrookline Cablevision. Ironically,
the same night, another Cablevision
system in Cleveland, N.Y., which had

Trapping pay-per-view theft
Cablevision ofBoston sleuths snoop fbr scofflaws

just begun its theft-of-service program,
checked 83 establishments and caught
56 illegally showing the event.

By the end of 1988, Cablevision of
Boston converted 64 commercial
accounts which had been stealing the
signal to paying accounts.

The Boston unit's strategy included
establishing a hot line for citizens to
call about violators stealing service.
The line receives five to eight calls a
week. Also, Cablevision has pro
grammed its automated response
unit-a pay-per-view ordering mecha
nism-to limit PPV access for certain
commercial accounts.
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Stopping Piracv Can
Mean 8ig SS Returns

NEW YORK - BatUing Piracr can hour hot line through which subs can "rat
lead to increased earnings 0 hun- out each other," he said.
dreds of thousands of dollars, ac- For Cablevision's Boston system, the next
cording to those who have begun to step in this battle is a house-by-house street
actively pursue signal theft. by-street tap audit that should take two

Not only is active pursuit profitable, but it years.
also Is becoming a necessary step to keep
pace with an illegal-signal industry that With this increased effort, Dunderdale has
grows as the value of the product is en- added two people to his staff - bringing the
hanced by pay-per-view events, raising the total to 14. of which 12 are field personnel.
stakes to about $100 to $150 month, according He said apathy isn't to blame for the
to Jim Allen, director of the National cable seemingly small number of operators that
Television Association's Office of Cable Sig- are actively pursuing pirates. contrary to
nal Theft. the charge that Is often heard. Rather, he

Allen said the current "official" estimate said, the problem is due to naivete.
the NCTA hands out on signal theft, approxi- The fiaht against piracy is gaining mo
mately $1.4 billion a year, Is conservative at mentum lrom the publicity that maJ'or busts
best, with the actual cost looming around
$1.5 billion to $2 billion annually. He added are given, OCST's Allen said.
that such programs as tap audits can "easi- Bob Astarita, corporate director of securi
ly" translate into hundreds of thousands of ty for Cablevision Systems Corp., said that
dollars per year in income for the operator last fall's conviction of Albert Brett Kauf
of a large system. mann, "America's biggest supplier of lll.l

Bill Dunderdale, system security manager pay decoders and descramblers," was a sll
for Cablevislon of Boston, said his unit, Dificant turning point in the fight against
which actively pursues pirates on a full-time Pirac:rThe case, Astarlta said, showed the
basis, has saved the system $240,000 in stolen indus how serious the problem was and
service as of July 1 this year. The system, relay the message that piracy would not
which has 102,000 subs, recouped $175,000 be taken lightly. Kaufmann was ordered to
from residenlial pirates and close to $65,000 pay a $1.3 million fine and serve three years
from commercial establishments such as ID a federal penitentiary for his crime, which
bars and restaurants. was estimated·to have cost the cable indus-

Dunderdale explained that with numbers try $4.8 million from December 1984 to July
like those, a full-time staff Is easily justified. 1988 (see Multichannel New., Sept. 19, 1988,
For example, he said, his anti-theft division page 1).
in 1988 employed 11 at an operating cost of .
around' $300,000. The effort, he determined,' Cablevision prefers to convert illegal hook
recovered about $500,000. ups to paid SUbscriptions rather than prose-

Althoutlh he admitted that the fight cute, Astarita said.
against SIgnal theft has a long way to go - He said some instances of signal theft, like
"We (the operators) build a 12-foot fence tapping into an active wire that was not
and they (the pirat~) brin~ a 13-foot lad- turned off when a disconnect was ordered,
der" - Dunderdale said posItive results are could be easily solved by educating the in
being achieved. "The word is going dustry about how much something that sim
around...they know we're prosecuting," he pie costs the operator.
said.

Helping to spread the word is an educa- He noted that in smaller systems, or sys-
tional program that Dunderdale said in- . terns that have 60 or 80 percent penetration,
eludes an ad that tells the cable sub that piracy may not be a significant problem, but
piracy Is illegal and those involved in it will with higher sub bases and low penetrations,
be prosecuted. The ad runs 15 to 20 times a illegal hookups surely are costing the opera
day on different channels, along with a 24- tor a good amount of money.•

MORE THAN GOOD LOOKING
• Versatile:

for every mounting situation.
• Secure:

the most tamper-evident.
• Cost Effective:

quality costs no more.
• Durability Guaranteed:

our logo means we develop,
manufacture, deliver and stand

behind all our products.
For information on sizes, colors

and prices call 800-548·7243.
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Products creatively designed for the cable industry
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Give Sigma·:r/;;1,(Y55i,,).

A StrongPush·%(.i,~<
., IAIIY KIll '.. .' ... «

The waiting's over. Oak Industries' boa.rd of direc- ..••..;.••....•..
tors last week rejected possible couraes of action;
including closing cable-equipment maker oak ....•.•
Communications Inc. or selling it. Instead, com-.>

pany management opted to revitaliZe the unit aDdis '.'
expected to make a major fiDanclal. recommitment to
the previously troubled unit. . '" .

oak Communications and its Silma DDe of descram
biers are back in business.

Important details remain to be worked out. The com
pauy has said it wants to up its investment In OCI and ..
wlll consider.Joint ventures and polISible acqulsltiODl in
aD effort to' the hardware unit. The industry ahould
expect a renewed bid from oak for a strong No. 3 spot .•
in the market-share standinlS. Company management'
seems to realize that giaD'E leaps are require«L and
apparenUy has the stomach to risk them. . .•. .'. . .'

OCI had been dead in the water unW last week's
statement of direction, which should clear the way for
a resumption of Oak sales and marketing efforts.

OCI had been a somewhat incongruous profit center
under the McNeely regime, which had positioned oak
Industries as a low- to middle-technology company.
OCI, in contrast, always has been a software-inteDsive
high-technology group and never seemed to quite fit in.
We'd bet the new emphasis on OCI also iildlcates a
management leaning toward further business concen
tration on TV and electronics.

Sigma Is the real jewel at the moment. Introduced .
five years ago, it suffered because it arrived at a time
when cable TV operators - who had been emphasizing
signal security and telling
vendors they would pay
$140 a box to get it - Isplte Its
~::?~ut'os~n~~~~ age, Sigma
traditional, less technolo- has kept
~::: ~~~ ill the $100- technological

The resulting shift In pace with new
demand proved unset-
tling, althOugh Oak now Industry
has 500,000 units in the I t
field and still can say that requ remen s.
the encryption scheme
hasn't been broken, despite a presence in theft-heavy
franchises such as Detroit and a number of urbaD New
Jersey systems.

Despite its age, Sigma has kept technological pace
with new indust;rr. requirements. It migrated to im
pulse PPV capability. was an early convert to small
footprint designs, Is compliant with the new MultiPort
standard and recently was chosen as the terminal for
GTE's Cerritos. CA, fiber-to-the-home trial. Sigma's
audio encryption technolOJ)' provides a level of "hard"
security generally recognized as being in the forefront
of the mdustry. In addition, manufacturing efficiencies
now make Sigma cost-competitlve with other· top-of-
the-Iine converter/descramblers on the market. .

Enhanced security techniques seem destined for a
resurgence in cable TV, II only because the value of the .
prOlJ'amming product has grown substantially siDce
the early 19808. Sigma Is an important industry re
source in this regard. Hats off to the new management.
We had earlier planned to argue in this space, .at this
time, for exactly the course of action the new board
hasJibosen. Instead, we're happy just to say, "Good
lucr.'lI
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By ADAM BUCKMAN
and DIANE MERMIGAS

E.t.EcnONIC MEDIA staff

CNBC signs 2 MSOs
NEW YORK-NBC's Consumer News and Busi

ness Channel received two MSO commitments last
(Continued on Page 62)

Baseball TV deal nears
ATLANTA-The winner of TV rights for Major

League Baseball games is expected to be an
nounced as early as this week during team owner
meetings here. Like the Olympics, cable is trying
to get a piece of the action. It's been reported that
MLB Commissioner Peter Ueberroth wants to
present a post-1989 TV rights package to the
owners, though no deals had been announced at
press time. Robert Wussler, senior executive presi
dent of TBS, said Friday that an end to the nego
tiations is near. CBS is expected to boost its effort
to secure baseball rights since it lost the 1992
Summer Olympics. A CBS Sports executive said,
..As we bid aggressively for Barcelona, we are cer
tainly going to bid aggressively for baseball. ..

AT PRESS TIME

NBC's stunning $401 million capture of the 1992
Summer Olympics rights put cable television in
line to get its first Olympics action while leaving
NBC affiliates wary about such a move.

Many NBC affiliate executives, who will be
asked to shoulder part of the Olympics production
costs, said they would prefer the Games in Barce
lona, Spain, be an NBC exclusive.

But NBC plans to spin off a portion of the
Games to cable for about $75 million, and sources
said SportsChannel America, owned by Cablevi
sion Systems, is the leading candidate.

Industry observers were surprised at the size of
NBC's bid, especially since the network's ratings
and profit projections weren't realized for its 1988
Summer Olympics coverage, for which it paid
$300 million in rights fees.

Robert Wright, chief executive officer of NBC,
said the advertising revenue and ratings generated
by the Games four years from now, in addition to
the cable package and affiliate participation, will
offset the record $401 million payment.

"Having just done this same thing in Seoul, we
feel comfortable enough with our ability to sell
advertising at a premium, especially up front, and
to nroducp thp gamP!': pfficipntlv l'lO that WI> ("an

'92 Games:
Cable eager,
stations edgy

DECEMBER 5, 1988

Published weekly by
Crain CoRlRlunlcatlons..

Record bust
Cable pirates caught in California

By PEGGY ZIEGLER
Los Angeles bumlu chief

Los ANGELES-in what's been described as the largest
cable piracy bust in California history, police seized $1
million worth of illegal cable converters and arrested
five men in Sunland, Calif.

Investigators said the warehouse where the raid took
place contained a highly sophisticated lab for doc
toring converters and had a large map of the United

(Continued on Page 61)

American Cablesystems of California's Larry Lawton holds one
of the 2,000 illegal decoders confiscated in the raid.
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Centel selling cable systems

ay' set for 're-launch'
chased another show which
launches Jan. 9, King World Pro
ductions' "Inside Edition."

Mr. Jacobs said more would be
known about the fate of "U~A

ment officials when there's enOl
material to make an arrest, he sai

Mr. Lawton said the current c
came about after his field investi
tors spent six months tracking do
a lead from a cable operator in
San Fernando Valley area.

After the cable system contac
the suspects, Juan Pagan, supervi
of American's field investigatl
made two small buys from one
them.

The team trailed the suspecl
the warehouse location and seVI
other locations in the area, tl
supplied the information to a
Angeles Police Department t
force.

On Nov. 22, Mr. Pagan, weariJ:
wire supplied by the LAPD, I

with three of the suspects, oste!
bly to purchase $27,000 wortt.
converters.

When the suspects tried to cha
the location of the exchange,
police moved in and arrested th
Mr. Lawton said.

Mr. Lawton, a retired police (
cer and licensed private invest:
tor, said the 2,000 converters co
scated at the warehouse appeare
be about a month's inventory for
alleged piracy operation, based
information from records seizec
the raid.

Those arrested were: Brian G
Robert Taylor, SCott Ireland, Dl
Horton, and Carl Hoffman.

The five suspects in the Sun]
case could face jail terms, stat!
federal parole and fines of U)
$25,000 per count.#

Adam Buckman contributed
this article.

.~-
a1ne.~ a a1-Y••r~ld

counsel for the Houae B:norro
Commerce Committee; and B;
Goodman, 43, a fonner president
MultiComm, a data telecommunit
tions firm.#

(Continued from Page 1)
States on one wall showing various
cable operations and the type of
equipment used by them.

Paperwork seized in the raid indi
cated that the operation had been
supplying converters throughout the
United States and in the Caribbean,
investigators said.

The bust is also the biggest ever
for American Cablesystems of Cali
fornia's 6-year-old security opera
tion, which investigated the Sun
land case before approaching the
Los Angeles Police Department
with evidence leading to the Nov. 22
arrests.

Police seized 2,000 cable decoders
and converters made by six differ
ent manufacturers from the A.J.
Services warehouse.

The American operation is one of
a handful of in-house security oper
ations that multiple system opera
tors have launched to battle the
problem of signal theft.

American's operation has been re
sponsible for at least 50 arrests in
the H'2 years since it added four
field investigators, said Larry Law
ton, vice president of regional ser
vices for American.

The field team works under cover,
investigating tips and setting up its
own "sting" operations to buy de
coders from suspects. The team has
several locations in Southern Cali
fornia where investigators can allow
suspects to install illegal hookups,
Mr. Lawton said.

The team turns over videotapes
and other evidence to law enforce-

Record contraband
seized in cable bust

·~e·'r.t bot.
FCC CO~lon -.,; _

upon domg their own thing.... -.lei

the senator at a legal seminar here
last week. "We want them to carry
out the policy of Congress."

Mr. Patrick is said to be telling
friends that he will be able to stay
on as FCC chairman as long as he
wants. Bush representatives had no
comment on their plans for Mr. Pa
trick or the FCC chairmanship.

in cellular and telephone, we picked
our priorities and we decided to
choose cellular."

Centel spokesman Bill White said
the company's decision to get out
of the cable business is no reflection
on its confidence in the industry.

Centel spent much of this past
summer fending off a takeover ef
fort, which was thwarted.

Mr. IrmiDger said he expects to
have a deal within 60 days, not
ing that brokers are already talking
to potential bUyers. A closing is ex
pected in mid-1989.#

Today" after stations analyze their
November ratings books.

He said last week that the show
had increased 25 percent in over
night market rating averages.#

stays on as president of LBS Entertainment, the com
pany's Los Angeles-based arm.

In New York, Phil Howart will continue to head the
company's ancillary businesses and Jon Nottingham
will continue as head of program distribution.

Eventually, Henry Siegel says that his core man
agement team will share in the ownership of the com
pany, and that a possibility also exists for the new
LBS to go public one day.

In terms of the day-to-day operations, Paul Siegel
said the buyout won't have much effect on LBS En
tertainment.

"But leaVing Grey may give the company more op
portunity to pursue other kinds of ventures," he
said.

One such venture he mentions is the pay-per-view
arena, where the company could expand on its exist
ing interest in live specials.

Reticent about mapping out future plans for the
company, Henry Siegel said more details will unfold
at the deal's finalization, by the end of this year.

For now, he said LBS will concentrate on upgrad
ing its existing properties, most notably "Family
Feud" and two animated strips. "Police Academy"
and "The Real Ghostbusters."

Another top priority is to grow the nascent ancil
lary businesses, which at the moment only account
for a small portion of LBS revenue.

"The industry needs to concentrate on what's out
there now. I'm surprised at the amount of product
that companies are trying to introduce at this time,"
he said.#

(Continued from Page 3)
erties, Mr. Goldman said, citing
United Artists Entertainment, Com
cast Corp. and even Pacific Bell.

Mr. Goldman said shareholders
will probably receive between $40
and $50 per share through the sale,
he said.

In explaining the move, Eugene
Irminger, chief financial officer for
Centel Corp., said, "As much as one
year ago, we asked ourselves
whether we could run three or four
businesses. We became darned big
in cellular, and if we want to grow

ly diversified enter
on many fronts, in
dio program syndi
ideo and the inter-

the venture capital
. Siegel, even more

.vns MatteI, a major
!rtise and LBS dis
rograming.
j. LBS will appear

remain intact, with
'e as chairman of
mpany, LBS Com
ther, Paul Siegel,

. the agency's media
ed what would be
r barter advertising

gel's penchant for
mpany's entry into
ion deals.
ovement into barter
! TV business, and
.n the genre of live

1ge 3)
as a time-banking

s advertisers could
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xFinn Agrees To Stop Sellng Boxes
FTC Says Are Used for Cable Theft

MyInn"Outlines PIIns
F.- ATe~Review

Times MIrror
To DIecoii.III..
VIdeotex Trial
LOS ANGELES-Tm- Mil
ror Co. aaid it will discontinue il
_ videotex service. GaIA
way, this week.

"The reaction amODI CUlt.
men, while patifyinc. wu II<

suffJeieot to warrut Iun-a
development or Gateway U I

outoiIII~.. aaidJ..-1
Holly, pns!odeotolTm-Mim
Vw.oe.N ---.

on....w-..." .- w .. la.....,

PSC Alows Cable
.....Conduit Rate
n... UtIlities Pay
WASHINGTON. D.C.-R..·
pcwtedly (or Ih.. firsllime. a \ocaI
publie service oommitl8ion told •
cable .yltem it could pay conduil
rental f_lower than those paid
by electric or other utilities.
acoordiollo cable .ystem offi
cials watehinl the decision.

The PSC here Feb. 26 ruled
that local franchiaee Di.triel
Cablevision Inc. would pay
S1,584 '* mile per year. or 30
cenl8 a fcol per year. I rate much
lower than whal other conduil
usen pay Chesapeake c! Poto
moe Telephone for Iht' same
apace. 11le ralt' itself waa imm....
diately found acceptable by DCI
and offlCiala (or il8 pa....nt. T..1r
Communication. Inc.

But tilt' PSC also rulrd thai
ralt' would onl~' he ll\lUanteed
only (or the fU'lt three yeMa • par'
ticular conduil wa. usrd. oUiciall
aaid.

"What we want basicall)' is I

certitudeohates:'saidJohnSw,
TCI senior vier pre.ident oVt'r,
~illlJ the franchillf' hl·r... oot: n
prrdictablr duel ral... i. nol sal,
isfactOl')I." h.. said.

The PSC rate was significant
to tilt' indusln'. h.. said. becaullt
prrvioual)" ~uit ralf'!\ (or cabll
were based on Ih.. sam" r.te th.
other conduil users paid.=

in the remaining ATC diviaions
in April.

The memo described the
review~ u a "powerful
boctom-up" analysis that will
involve all maoapmeot and IIaff
in the _t process. The
reeuJtI of the Itudy will be inoor·
pcwated into the company 'a 1987
operatiq budpt.

Mr. Myhren aaid the plan had
been in the workr for _ time
and wa. not related 10 T'une
Inc.'areqUl!llt that ATC trim16.5
million from its 1986 bud,et. 0

By ,.., ZtIgIer
Enle"ainment Editor
DENVER. CO-American
Televlaion a Communication.
Corp. c:hairmao 'liyreMyhren
warned .mew manapmeot in
January that ATC'. corporate
review ia likely 10 reeuJt in "lOme
'downsizinI'ol_ownIIorpn
izatioa."lIClllIrdioIlDa company
memo obtained by Mulmullnel
N...,..

The Jeu. 21 memo also set
forth a -lied "tarlet over
reach pi" of 40 percent for the
Performance-Plus review, a
company-wide performance
anaI)W _lIIIdIrway iD ATC·.
-..orate'-Jqurtersand three
diviaion. I..e MultichannelN_. Feb, U, 1986. p. 11.

ATCspobspenoa JimDuffy
aaid the 40 percent rapre refer
red to in the memo ia "an arbi
trary number usiped 10 evt'ry
body to look at 10 we don't o\'..r·
look aoytlaio," iD the review pro
cesa. He aaid neither budpl8 nor
staff are expectecllD be reduced
by 40 percent. and he aaid such
Wpt ovenueb pals are com
mon iD the corporate reviews on
which the ATe Performaoee
Plus plan is modeled.

Theevaluatioa illvo1vesusip
m,doIlarval_1D the (unction.
and output of various depart
meDIa and relatinl that back to
the area'a overall budlet. Mr.
Duffy said,

Whiethe...fipres arrived
at in thia __ will be doUar
amounts, the memo told man
.... the 40 percent rapre waa
not "an actual performance
improvement objective" but
rather Mpurpoaely deaiped to
espacl and stimulate lhinkin•." I

Mit iaexpect.ed that manyof the
idea. usinI a 40 percent targel
will be too riaky to implement.
but we need to \lie an im.,ma
tioa-espaDdiac tarlet 10 that we
do DOt mill any creative Perfor
mance Plus ideu," the memo
said.

Mr. MyhreP aaid the activity
analy.ia prop-Am may re.u1t in
layoff. at ATe., He told the
manalen the compan)', will
aaempl to tak..dv.otapof nor
malat1ritioa to redeploy employ
_ "Identifiedfor~nt"
10 other~,ia the fum.

He also "'A1'CwW provide
a liberal ---. packap for
odaen for .... _ position.
areD't (ound.1lle'oompaoy ha.
set up a baman com-
mittee to baDcIle "employee
--"..-ItioI1nJmthe review
~.-""tothememo,

The~Pluareview.
~lothe-.ltartediD

o.a- 'eb. 6 aDd 7 and will be
completed by J- 30. The
II I'm.t ~1; a*__ -..Iit"" --..I

~ to TItan Sports 1_
MuhiclullMi N..." Feb. 10.
1986. p. 301.0

"""21..1News'
.. YeItl 0tIice loves
NEW YORK CITY-Multi
dwuselN_'N_ York bureau
iamoville. e&ctive Mar. 3.10the
maiD off_ of its pareat. Fair
chikl PubUcatioaa, at 7 E. 12th
St., New York. NY l0003~

EdiDialItaff teIepboae num
bers wW remain the _: 212-
741-6208/4031/4063, but the
~ linea will switch 10
212-741-7825/7826. 0

tranlllli~ by cable television
8)'IIemIoperatinIthmu,hout the
U.s:'

The sales ofcaD E1ectIOaics'
cable equipment _t loll or
po~tiaIIy 10 eabIe

COIIlpam., the Fn: COIDplaint
said. ·~a-m. ~cabIe
subIcriben pay bilher pricee for
cable service or -r.e ndUlled
..rvices from the cable COIDpa
Dies. In addition, municipalitie.
IJ'IIDtinI the franchisea • • • re
ceive reduced franchise '- from
the cable companies10 the detri
ment of all _ in the
I'I'IInnWl'IlIllb__f ' tM ~nla.mt

Refriprator" pen,.iaex~ 10
be on the Apr. 7 cud.

Wrestlemaaia 11 will be cn..
tribuIed via Satcorn III-R uwill
this week'. prell coofenoee
UIDCKIDCioIlineupaandolferiol
video footap few aff"w.te promo
tiooal purpoeea.

Mr. E..,Jiah aaid reven_
(rom .... event will be split SO/SO
between WWF and il8 affiliatea.
The event ia bem, offered few a
IIIIIesIed retail of SIS.

Affiliates that have made ver
bal commitmenl8 10 the secoad
wrettIinI event indude IY*JIU
owned by Group W Cable. Storer
Communications. Vlaion Cable.
Telecable and NewChannela.

~ ....~
RE8PONDIHG to on new OOlMlUftIa"lons
....,11I11... _week 'YoItc TlmlaCO.............
cable o.vtcI MacDonald (fIlM) and CabIIvIaIon lyatama Co. vtce
............... Schollfeld. Mr. IIIIIDDnaId prMIctad 0V«bullda
In .... with cIIIMIe aystema (... aIOIY. p. It).

WASHINGTON, D.C. -caD
EIeetroail» InCo of Midtileu
~ DOt to ..nequipment al
Jecedly laed for unauthorized
.-pdoD of cab\e service and
sipeda pIVPl-t_ntdecree
and~ order with
the FedenIJ Trade CommJ-ioo.
Fn: oIIiciaIa UUIOIIDClIld Iut
-.k.

In il8 COIDp\aint made public
Feb. U. the Fn: charpd thaI
"cleooden, descramblera, coo
--.decoden and cooverter
......mNensold by leaDEIec
tIOGieel _ deIiped and have
"-.-,.,. .ftr- ,1M. ,........h..-...

NEW YORK Cln'-TheWortd
W.....na, Federation baa com
m~18 from 170 cable ey*ma
with 2.8 million addr_ble
IIIbIcriben to carry il8 WrettIe
JIUIIIia 11 pay-per-view event,
-.im,1D WWF parent Titan
Spona.

A Titan Sporu spokespel'tOR
IIIlid affiliate cornmitmenl8 for
WJWtJemanie 11, 10 be aatellite
deIiwnd Apr. 7from three cities.
will be avllilable 10 more~
ab&e ..aa-iben than any pre
viouI....PPV event,lI&I'pa'"
inrlhe GlIoIIbUllel'l oUerIn, Iut
year. Still clearin. affiliate.,
T'ltan Spona expec18 10 ruch
tine mimoa~ sub
sr:riben. -.iinr10 WWF sales

'nt Oleeter EnPsh.
Tbia nwaher would triple the

readaoflhe March. 1985,WrettIe
1IIIIIIia I,which obtained peneua
tioa levelscbe10 10 percern. But
a ~t "'WF pay-per
view event feJl below Titan
Spona' .-.ration expectations,
achievint ~3.5 percent of .ub
scribers on about 100 cable
.y......

Mr. En,Iish aaid the Wsestle
__II cud would (eature Mr.
Tat N.-u~ outside
New York, Hulk .t!opu in Loe
AnpIeI ud a "Battle Royal" in
Chicaco matchin. .uperstar
teaIIUI ofTitan Sparta celebrities
ud players from the National
FoodIaJl Leque.

1'bouIb Mr. EnPsh would
DOt diIdoIe lhe superstar pani
cipantl_spected to be an
DO\IDIlIcl in a Mar. 4 pnu 001I

(e_ telecut from all three
citiee-he aaid the NFL .uper
stars "would obvioutJy focus on
the Chicqo market." Prell
repanaon WnsUemuia II have
aaid the Bean' William "The

1705,.._
For PPV Event
Wrestlemania II
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iHlictments Passed Down
In MI Pirate Decoder Case

Turner
Conrinued from page one
denl. DilL ..id it "u"M u"" i18
.......". ('Uurl8 to ~l'ur~ financing
un • timely baai.," E...1ier 1IIc.1'"
tiei.m on W.II Stro.t .bout
1urner'a abilily 10 Iinan<e tI,.
d••1 h.d h.1d Ih. MGM/UA
alook to 124,12 th.t day.

DilL will ...mine Ih. 1'051
MGMtnlnACtionlor.boutlive
buain... d.ya belort' it would
uue a leller saying it i. "hiehly
ronlidonl" il can do lho lin.nc
inIl••coordin« to MicIwoIBrown.
• m.n.giDjf panner .t nBL.
whieh h•• a hilllory 01 altracting
in,...lon 10 hieh-yi.ld "junk"
bonda. DilL ••r1ier w.a retain
Pd hy MGM/UA In l>rep.....n
olloring .tate......t 01 a_ lor
sal•.

Moodv·.lnv..lonSorvk.e lalll
Wf"{'k said it is revil"wing for po8o

.ible downll"ade the d.bt rating

..I 80me MGM/UA ..,.urili•••
notinJ( thro rr.vi4'W waR trig-fred
by th4" df>finilive agreflnH'Jl\ bP
tw..." 1'115 and MGM/UA.

1'115. whu.e ehainnan Mr.
'Ji.nlPr had promifi a pro.,.'
Ii~ht I..r CIIS Iwo week. a!fll.
q1l1f'1'~' nnnunnr'ed )0.1" week thnt
it 'vas ",·ithrlrawing it8 offer for
CllS .... re."lt 01 a I.ilure 01 •
condilion in it. bid. Thatl.ilure
of (''fmditiol1 occurred when CBS
."""•••fully rom"leted ila ",,11
I.nd.r "lIer lor 21 "....""nt 01 it.
lI\of>k. 1'115' 14.5 biUinn takeov.r
bid lor ells w.' rom"rioed 01 a
paekag. 01 otn<,ka .nd "junk
bonda." Thatlailed tAkenv.. bid
roAI TIIS .bout 118 miUion.
\\'h.n TOS tend.red i...h..... to
ells in i'A lou, -ha,·k. the rom
pall)' mad. a p~lit 01 .boullJ.2
million.

Th.· MGM/UA d.al. whieh
111'40 f::unlaint' npliont' for TBS lo
bu, MOM/UA common ...ook
fn;m hn1h tllf' C10mpall)' and from
prinf"iplli ~hJ('kht)ldf"r!' 'l'racinda
antI Kirk Kerk"rian. MOMI
lJ A'I" principal Rtf)(:kholderR, is
.uhjeel 10 ""lfo"al by MOMI
UA .h~,kholdl'n and aU requi.ite
go\'t>mmrnlRl and tMrd party
appmv.la. II allceeaorul, the
nI{'rger i~ f'_"peeted to ~ com~

~ele,~b) mid-Oct. 0

JNEL Offers Device
To Allow VCR Taping
Off Cable Channels
MANSF·IELD. MA-A devi..
h) allow unattended videoca...tte
rpronlin~ lrom ""ble TV chan
".1. h.. been introduced by
JNEL herp.

Uoing inlrared lechnology In
link an inlrared ..bleCOllverlerl
d......ambler witl•• VCR. the
unit. e.alled Cabl.Ma.ter. can
I~mlit autom.tic. unattended
r.......din!! on up 10 eichl cabl.
channe'" ov.r • 14.<I.y perind.
JNEL..id. Cablel\lall\er iaeur
rently compatible with only infr.

red "'lfIv.rten. 01 which J N F: L
eslim.ted there .... 15 million in
UIe now.

JNEI•••id C.bleM••ler
adapl. to "virtuall)' .,," m.j..r
brond. 01 the box.. by II.. "I 0

eh8lllf"llble "r-ality mudule"-. ..rtridt. th.t lila in the
CabIeM...ter unit.

S""""ted retail lor Cable
Muter equipped with on. per
800.lIty modul. i. 1139.95.
.Ithough • .poIt..person said
Ih.1 pm ..... expected \0 be
lowered ahortly to 199.95.

Boxe. with whieh C.ble
M.aler;' ClOII1potibl.....: Hom
lin CRX-SOOO and.()OO(); Jenoid
400. 450. LeC-58 .nd LCC-'II;
Magn.vox Magu.-6400: Ook
RTC-56.nd RKDM-400: Pio
.-r OA ..riea and BC-4130;
n.dio Shaek Areher 15-1285;
neg.ney ROa ..ri..: Sci."tlli.....
Atlanta 8500 Aeri..: Sylvani.
4tl4O: Teknilta 6510: T."ocan
TRACS: 1bcom 5503: and .11
Zenith uni... 0

USA, ESPN Sign
Deals to Carry
Pro Wrestling
NEW YOIIK CITY-Both USA
N.lwork .nd ESI)N h.ve wrap
ped np rH'w deala for pm wresll
ing packag...

Alter nlOllth. of negot;ali"n••
ESI)N inked a rontroct laot week
wilh tile Am.ric.n Wrestling
A.....iation. The AWA will pro
duce 90 minuleA of weekly wrestl·
ing actim 'or the sports network
ond ESPN .nd the A'WA will.,.lit
advertioing sal... Tem,a of Ih.
d••1were nol diacloaed.

Th. de.1 giv.a ESPN ito li..t
wreotlillg J'I'O!lTamming. Th. nel
work will .how the "rOlll'am
1iJ••day at8 p.m.1 ETt••tarting
Aug. 27••• part 01 iL'now"Slam.
<'I Jam'" .nlertainment Iheme
n41hl. An h<lur of roller derby
a.tion will lollow ot 9:30 p.m.•
thank. to • new d'al with th.
Inlern.tion.1 noller D.rby
LealfUe.

In tile m.anlin,e, USA haa
signed a new contract with the
World Wre.tling Fed.ration
whit,h giveslhe ""Iwork excl"';..
righla 10 WWF evenla Ihrough
Sept., 1<187. .lIeetive immedi
alely. Jim ZraIc•••x"""live aporta
producer for USA...id the deal
giv.. USA linl rofusal righla for
any WWF cable prOlf1'amming.
with d... probabl. exception 01
pay-per-view.

Mr. 7,rake said USA will ron
tinoe wltI. ila three weekly " ....tI
illg pn'l\Tllnlll prod.""", b) W WF.
The Ihree shows gam.r Ni.loen
rating. bet"een 2.5 ond 4.0. the
hie....1 on USA.

No lenn. of the d.al were diA
ciOlled. WWF, Ih. moat promi
nelll "TeOlling ..alii.... hod .180
been negoti.\inlf ,,·itl. ESPN and
turned down on exelnoh'e d.al
with WTBS in the apring. 0

By K.thy Claylon
Assistant Editor
GRANn nAPJDS. MI- Fed
er.1 grand jury indielmenla "ere
h.ndPd down here Aug. 7ehorg
ing lhelt 01 ..ble ..rvi.. and
violationo 01 copyright I.wa 01
videoca...I.....

Thio it the lint lederal ca..
brought forth since \be pa....01
the Cable Communicationa Act
011984••coording to FBlsuper
visor oItb. Graad n.pid. oIlice
G.... Debbandl and cable in.....
l;ptor Gooqe Lang. Mr. n.b
b.udt said the FBI became
involved in the inveatiption alter
leaming .boul the violation 01 the
lederalla". po"'" I.", laat y.....
Mr. lAng w.a hired by' Fetzer
Cabl.Vi.ion 01 Kalamor.oo. MI.
10 invelllicate the il1e«.1 opera
tion.

Mr. Ilebb.lldl ..id Marty
M.lfan wo. indicled 011 chorg..
01 unl'w/ldly ""lIingropyri!!hled
vi(lf'ota[le§ an.l 81M alt..ring
decoder box•• and ..lIinll Iho,",
conv.rt.... Mr. Ikbba"dl said
Ihot FOI ajteUl. oeized ot I<..al
115,';.000 in en_II... deroden
.nd equipment used 10 aher the
box... II. ..id 7Il1 mn'·ert.r
bo... w""' recovered. mootly
Oak 1\135 and V26 roOl·erter•.
Ue said a I." 7.enilh conv.rte..
we", 01... oonli.....ted.

1I0lh Mr. Lang ond Mr. n.b
baudtsaid Ihi. i. a p.......l.nt ea..
.in.. it ia lholirll\ ea.. to be tried
und.r the cable act.

nIP ....u""" mUlll now '"pear
helore a magiotr.te and onle. a
pl.a. Th. ca"" ahould go to trial
in aboll170 dava. Mr. Debbaudt
said. citillg"q,;iek-,",,'" Atatlltes.

Mr. l>ebbandt oouId not COUl

ment on whE'ther thilll C88e is
involn~d in national th"rt ring~,

but he did oay th. FBI io COlllin
ninlt ilft invt'Atigation Rnd i8look
ing ot all a",...ol. ollhe ca...

1"0 othen h.v••ntered lfUiI
Iy pie•• in I1Onnection "ilh Ihe
ca... acoording 10 Mr. D.b
baudl. One w•• involved ollly
with the video<"....I.... while the
other was involved in both th.
iII.gal vid....·....ll.. and m.gal
dpcodf'r boxes, nle two will now
faee sentencing. Mr. Debbaudl
said.

Mr. Lang said Fetzer Cabl....
Viaioo eonta"led hill rompany.
Olli.. 01 Prof.a,ion.1 Cabl.
Standard•• a1t.r finding 0 large
qllantity 01 illegal decoder bo...
in the ayalem.

Mr. Lang went to New ....ork
and pun'hoaPd some boxes under
cover. he said. Mr. Debhaudl
said the pureh._were legal. bul
the bo...w.re then retrolitted to
maleh Fetzer'. bo..., The bo...
Mr. Lang boughl were old <'(J('
v.rte.. from M.nhal\8J1 Cable.
Mr. nehb.ndl ."plained.

Don Curkr. viao preaidenl ond
gen.r.1 manager lor F.tzer. said

hia """,,,,,ny had conducted an
internol investigation lor .boul.
yearbe~conlaClingMr. Lang.
H. said he ..tim.ted th.1 be
tween 4.000 and 7.000 i\leg.1
box..were in the r..Id.1 the time
01 the inveoti«otion.
F_ recently Uf!ll'llded ila

ayalem to mol.. il addr....~.
.nd Mr. Curley oaid the Kalama
r.oo t)'atem ia u.in!! Oak TC 56
box" currently. H. ..id he
thutJ,lh1 it w..noproblem for the
pir.lea to reeonligure lhe iIIeg.1
bo".. 10 IiI Ih.....1on.. in the
fi.ld. but quickly added Ihal he
thouchl the I,iralea prob.bly had
the Mknow_how"10 retrofit mott
.n converters. F.1zer ha. 'WJte
qu.ntly·. among olher thingo,
rPlIlTlIJllled ila acr.mbling techni
q'_ 10 delef cu.l,,",en lrom
uaing Ih. iIIegol conv.rIe.. lhat
moy still be in the lield. 0

WamerAmex
To Sponsor
Charity Effort
DUIILlN. Oil-Warn'" Amex
(:ahle ConlUllInie.lltiouolne. will
N'rve 18 national ~ponsor of thl!'
annual 1\11•••",lar Dy-,trophy
A""""iation campaiMn. ocmnling
to .h.im,an ond chief executive
ollieer Drew I.ewill.

LaP. "f'8r. \\;arnt>r Amf"x waf\.
the I.r,re". r,.ablf! ronlrihutur to
MilA. a.....ming to 1\Ir. I.e"iA.
with more lhan 1251J,\lllOdon.ted.

Warner Amex i" to hmneh a
four-week fundrai~in~ (~lth1paign

bellinninll Aug. 12 throuIXh th.
Jerry I.ewill I.abor D.y 'llolctI••II.

with morr than ItK) R}'ltiPnl!'
partieipatinll'

'n"OUllhoul lhe campailf".
Warner Am.x will d..nate a por
lion 01 ..ble inatallati,," or Ul'"
grod. lee. to M[)A. L....al.y...
It'Ill! will 8upplen'f'Ilt thf.' cam
paign with theiro"n lundroi.ing
eflorla. 0

Brooks Satellite
Agrees To Buy
Disb Distributor
MATAWAN. NJ lJlJ)-Bmoka
Sat.llile Inc. Mid il reached an
lIlfI'I'4'mpnt in prindple to acquire
Inlelcontinenlal ProdUCla Corp..
a di.tributor 01 .arth atalions to
d••I.... in the "'.....rn U.S.

Undpr th.. proposed term.
B...oks Sa"'llite -.Jd ;"",.. obout
one million ahareo in exchange lor
all 01 the OIllAtanding ahareo 011....
tercontinental Products, eon.li.
tilting abullt 30 pen"," of BnJOk.,'
ohare. whieh would lhen be oul·
atandin!'.

Brook. aoid Intereonlinental
Producta would operateas a sub
aidiary·.O

19M ..u"chantWl NltW?;

A F..rc"Md 8UIl~s Nevo~'Jl4Ir

~...-r, Mflnd.., By a \)not 1)\

fltreblld PUbliCMIortI A DIVISiOn 01 C'P'l11
Cit.., Mtdi•. Inc

'WBPA
MUl.ncHANtlIL NEWS is pubh.h'd

WIMIdy (51 '"'-I for lhe Cabl. TV. "-y TV
MlCf MOS Irtdultrln
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Cracking the JUng_
The FBIjoinsJf)rces with MSOs to combatacable
theA rivg that could be active infi~·ve......:::.:.sta.::..:...:.tes-=..::::..:.:.......-- _

The map above pinpoints locations alledgedly involved in the illegal equipment tmffic outlined in the accompanying s/oT)l including New Yorie.
Buffalo. Kalamazoo. ML Seal/Ie. andSou/hern California.

By Richard Tedesco

Federal authorities are now in
vestigating cable pirates who
are part of a national network

of individuals reportedly involved in
a range ofcriminal activities.

In addition to illegal trafficking
in descramblers and converters,
these individuals may also be in
volved in trafficking drugs. And the
pirates apparently have a ready pipe
line to major MSO's for purchasing
new cable equipment, according to
cable investigators.

The Federal Bureau of Investiga
tion seized more than 900 boxes
232 decoders and 702 converters
at four locations in Kalamazoo, MI
in May.

The action is believed to be the
first FBI involvement in investiga
tion of illegal cable converter activi
ties.

The Kalamazoo boxes, originally
believed to be stolen, were actually
sold in New York and then trans
ported to Kalamazoo for modifica
tion to permit use in the local cable
system operated there by Fetzer
CableVision, according to special
FBI agent Eugene Debbaudt.

The FBI also seized business
records containing names of people
with whom the Kalamazoo group
did business. And the implication is
clear that the trail of records may
lead beyond Kalamazoo.

"Our intelligence shows that there
is a network ofpeople operatingwith
this equipment," says Debbaudt.
"The investigation that remains is
an effort, first of all, to establish the
nature and scope ofthe operation.M

The trail from Kalamazoo leads
at least as far as Seattle, where
Group Wand Viacom joined forces
in June to gain a preliminary injunc
tion against 12 individuals who al
legedly have been illegally selling
decoders and converters. Sources
close to that investigation report that
the FBI was gathering information
from Seattle.

While the FBI would not confirm
any connection between Kalama
zoo and any other case, sources
close to both investigations further
indicate that there is a direct con
nection. Marshall Nelson, an attor
ney representing both MSOs in the
Seattle case, flatly states that the evi
dence of a network is there. "There
are definite indications of national
tie-ins," he says. 'j\ number of our

defendants have contacts around the
country."

Sources close to the Seattle case
indicate that those defendants have
also been involved in other criminal
activities, including drug-related ac
tivities. Investigative sources also in
dicate that the trail of illegal drugs
and descramblers leads to a major
source ofcable equipment in South
ern California.

Oak M35 decoders were part of
the cache in Kalamazoo, and were
also in circulation in Seattle, where
they could be used on the Viacom
system. Addressable Jerrold boxes
were on the black market there for
use in the Group W system, accord
ing to Laura Liswood, district man
ager for Group W.

Jerrold is cooperating in the ac
tion against the defendants, whose
business was netting $8-10 million
annuall)\ according to the operators.
Jerrold director of security Ronald
Putnam confirms the california
connection in the case. 'The distrib
utors in Seattle are the head of a
network centered in Southern Cali
fornia," he says.

Putnam also confirms informa
tion from other investigators and
one electronics dealer in Seattle that
new equipment is improperly routed
into the "grey" cable market .by
MSOs who sell their overstock.

An investigation currently under-

way in Buffalo is also tied to south
ern California, according to Put
nam. Thus far, the local
investigation in Buffalo centers on
an influx of illegal boxes from Can
ada, according to Mickey Ross, vice
president of operations for the Ca
b1escope Tel system there.

The most striking elements about
the investigations in Seattle and
Kalamazoo are the unprecedented
involvement of the FBI and the im
punity with which allegedly illegal
activities were conducted.

The FBI's initial interest in the
Michigan case was spurred by the
information from Fetzer Cable Vi
sion that the thousands of illegal
boxes it believed to be circulating
were stolen goods, according to spe
cial agent Debbaudt. They were not,
in fact, and the FBI sent an under
cover operative, George Lang, to
New York at one point to purchase
650 boxes. "You or I could probably
go to the company in New York and
buy one," Debbaudt comments.

Like Buying Narcotics

The M35 boxes in Michigan had
originally belonged to Manhattan
Cable TV, according to search war
rants issued in the case. Boxes
bought for $7-10 apiece in the "greyM
market from used equipment
dealers could bring up to $240

apiece on the West Coast, according
to Lang. By his own account, Lang
has made large purchases in under
cover investigations on several occa
sions. "It's nothing to get into the
$25-30,000 range," he says," and
when you're working undercover
with something like this, it's just like
buying narcotics."

In Michigan, the FBI was also in
terested because the case also fo
cused on pirate videos-nearly
2,500 that were netted in the May
raid, along with more than 200
movie reels, VCRs and other equip
ment used to produce them, accord
ing to Debbaudt.

At presstime, no arrests had yet
been made in Kalamazoo. One of
the prospective defendants, Ken
Lose)\ proprietor of Ken'sTwo-Wa)\
an electronics shop that produced
100 cable boxes in the FBI raid,
claims he was set up by Fetzer Cable
Vision.

He says he was approached by an
other distributor, who he declines to
identif)\ to repair boxes for Fetzer. "I
was led to believe they were legal. I
just presumed they wanted to fix
them for some other system;' says
Lose)\ who claims he was told they
were headed for California.

But he also confirms that they
were marked with the Manhattan
Cable logo. He says he did not know
whether the boxes he was fixing
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on boxes were traced to different
parts of the country. Jerrold's Put
nam says he has traced more than
400 illegal converter units in the last
year. Based on Seattle and other in
stances of pil'llC)\ Poth, too, is con
vinced that the network is quite real.
"I also see reliable information that
tells us there are hundreds of boxes
coming from different places."

The idea of MSOs as a source,
one way or another, is also sup
ported by the evidence in the Seattle
case. Laura liswood reports that the
discover of new pirate boxes
prompted the suspicion that they
had come from other systems and
that "they were obtained under less
than desirable circumstances:'

Anyone who doubts the ready
availability of virtually any de
scrambler or converter on the mar
ket today need search no further
than the classified ads of a major
weekly cable trade publication
which recently carried items touting
the Oak M35, along with other
brands. Phone calls made to two
California suppliers in the ads re
vealed that equipment in stock
could be ordered in almost any
quantity.

No attempt was made by the pro
prietors to establish the identity of
the caller, who identified himself
simply as a small cable operator in
New York. Custom ordering of Oak
and Jerrold descramblers not in
stock was possible, and the caller
was told that the equipment could
be shipped immediately upon re
ceipt ofa certified check.

An amnesty program helped
demonstrate the extent ofthe "grey"
cable box market in kalamazoo, but
it would probably not have taken
long to discover that several thou
sand illegal boxes were in the sys
tem, as Fetzer vice president and
systems manager Donald Curley
now estimates.

Initially Curley says he could not
interest the understaffed local au
thorities in the case, so he hired a
private investigator. While the boxes
may still be around, a major part of
the network may have been
disrupted. "We also found an indi
vidual who was one ofthe major
video pirates in the Midwest," says
Curley.

Whether the current investiga
tions in Kalamazoo and Seattle
start a chain reaction of investiga
tions in other places, or uncover
kingpins of the piracy network, re
mains to be seen. According to re
ports in the Seattle Times, defen
dant Gary Alexander describes
himself as the "grandaddy" of Seat
tle cable pirates. He also reportedly
said of converter piracy: "Federal
judges and God himself could not
stop it...unless he struck you with
lightning." c¥

Ronda French, John Diego, Frank
Watson, Richard ~ig, Christopher
Chick, Miguel Mejia and reported
ringleaders Ronald Chick and Gary
Alexander, have been stopped by
court order, sources in Seattle say
the advertising has not stopped.

Bill lill)\ regional vice president
of operations for Viacom, says that
results of an ari'1nesty program sug
gested that there was a continuing
program in the area. And group W's
Laura liswood says the traffic be
came obvious between the advertis
ing and the appearance of boxes in
electronics stores and flea markets.
lilly says he doesn't know whether
there's a network, but Liswood is
certain ofthe scenario.

"Clearly when you find that the
boxes are coming from around the
coun~ that's the tip-off that these
people are in contact with people
from around the countlJ\" she says.

Jerry Poth, a private investigator
retained by both cable operators in
the case, reports that serial numbers

Buying MSO <h'erstacks

McMurtry claims he has been
trading for four years in up to 18
different models of descramblers
and converters, some of which he
can obtain brand new from over
stock at major MSOs, including one
major eastern source.

He says the overstocking is inten
tional, and so are the sales. "They
know who they're selling to," says
McMurtl'e}\ who proudly identifies
himself as one of200 names Jerrold
maintains on a list of active pirates.
His claim is confirmed by Putnam
at Jerrold.

But along with McMurtrey, the
defendants in the Seattle case were
easily discovered because they
openly advertised their wares in
area newspapers. While the dozen
persons named in the present in
junction, including Robert Wise,

Marshall Nelson has indicated he
plans to file new papers in the case.

atlantic
cable
show
'85

c'ame directly from manhattan
Cable and he only knew his contact
at Fetzer by a first name. When ini
tially responding to an inquiry
about whether he had any boxes for
sale, he replied, "I used to have a
connection in new York, but the FBI
raided us."

Meanwhile in Seattle, Jerrold
boxes are quite openly available at
Video Electronics International,
Inc., an electronics outlet operated
by K.L. McMurtl'e}( McMurtrey had
been enjoined from engaging in that
kind ofactivity in an action that pre
dated the Viacom/Group W case.

McMurtrey contends a previous
injunction against him was solely for
sale of Oak equipment and de
scribes suppliers like himselfas just
decent small businessmen trying to
make a profit."

Sources close to the Seattle inves
tigation say that McMurtry was in
fact being supplied by one ofthe de
fendant ringleaders. Beyond seeking
a permanent injunction in the case,
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THEFT OF SERVICE

HBOkid
collared
Po. man charged with oper
ating what could be biggest
theft of service ring ever
SCRANTON, Pa.-The Pennsylvania
attorney general last week charged a local
man, who called himself "the HBO Kid,"
with running a theft of service ring
authorities claim the biggest ever prose
cuted in the cable television industry.

Frank Cardamone, 23, of Taylor, Pa., is
accused of theft and conspiracy. Pennsyl
vania Attorney General LeRoy Zimmer
man said Cardamone ran the ring like a
legitimate business. According to a spokes
man for Zimmerman, Cardamone went as
far as to distribute HBO Kid business
cards. Cardamone owns a Corvette with
license plates labeled "HBO KID," state
authorities said.

Cardamone turned himself in at the
regional state police barracks. After being
charged, he was released pending an April
26 court date.

Cardamone could not be reached for
comment. Local newspapers that were able
to contact him said he would not answer
any questions on advice of his attorney.

Zimmerman estimated that Cardamone's
ring was responsible for $2.5 million worth
of theft of service over the past five years
from Adams Cable TV, Blue Ridge Cable
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TV, Northeast Cable TV, Service Electric
and Vetro Cable TV. lf convicted, he faces
up to 14 years in prison and $30,000 in
fines.

Police said Cardamone sold 2,700 illegal
converters for $100 to $125 throughout
Northeastern Pennsylvania. Although
holders of such converters could be
prosecuted for possession of illegal proper
ty, Zimmerman said he would give them 30
days to turn in the stolen property.
According to Zimmerman's spokesman, a
list of names and addresses of people who
bought Cardamone's illegal boxes was
among the items confiscated by police in
one of several searches of Cardamone's
home and office.

According to police, Cardamone made
1,100 converters himself, after investing
58,000 in parts, and bought the rest on the
black market. The boxes were designed to
allow the owner to receive pay signals, such
as HBO, without paying the 57 a month
subscription charge to the local cable
company. -Gary ROlhbarl

PIIJ.AIJ$PHIA - IN(fldl ASR '{-19"'9J

Man. charged in cohle-TVpilTJ£Y
in the SCranton·Wilkes Barre arca.
. Zimmerman said his agents

planned more arrests over tbtl next
several weeks, inclUding people ai
l~gedly trained by Cardamone and
others who acted independently.

Zimmerman said that Cardamone's
customers also could face criminal
charges, but that his office and the
cable companies agreed to a JO.day
grace period during which custom
ers can avoid prosecution by turning
in their illegal equipment.

Cardamone is charged with one
count of conspiracy and two counts
of tbeft.lf convicted, be faces a maxi
mum sentence of 14 years in prison
and a S30,~ fine.

The companies Victimized by the
scheme, Zimmerman said, were Ad·
ams Cable TV, Blue Ridge Cable TV,
Northeast Cable TV, Service Electric
Co. and Verto Cable TV.

AI_fal.d ......

SCRANTON - A man who called
himself the "HBO Kid" was named by
the state yesterday as the master
mind of the country's largest known
cable television piracy ring, which
cost five legitimate companies up to
52.S mtllion over five years.

"They were so businesslike, they
even made service calls," said state
Attorney General LeRoy S. Zimmer
man.

Frank Cardamone, 23, of Taylor,
Pa., was arraigned before District
Justice Eugene Cadden aDd released
on his own recognizance pending a
preliminary hearing April 26 at the
Lackawanna County courthouse.

Cardamone's surrender followed
an undercover investigation that
Zimmerman said pitted "sophisticat
ed electronic theft against sophisti
cated electronic surveillance."

He said Cardamone got an early

start in the electronics business and
was "very clever, crafty and industri
ous." He said he even used the name
"HBO Kid" on his business card and
license plates.

Cardamone allegedly provided
about 2,700 Northeastern Pennsylva
nia customers with tllegal convert
ers that unscrambled the signals of
extra-cost television channels such
as Home Box Office (ABO).

Customers of the piracy scheme
were charged a one-time fee of $100
to 5125, compared with a monthly
charge of 57 for a legal converter
from each of the five cable compa
nies that operated in the region, the
attorney general said.

To avoid suspicion, Zimmerman
said. the cable pirates rented trucks
similar to those used by cable compa
nies in the area they served in Lacka
wanna and Luzerne Counties, mainly---=-------------_....



'1-
.'.
,)

')..',)
.)

1
Judge Denies
Cable Firm's
Decoder Plea

~ - ---_._... _-~_ ......
NwM

~~;Z~";!~J;"T.G';,t;f~.lIm!~tmm'-!nft!~~m!,!~.............~". ...~_·r __ .·, .._3~~

., ..p_ _":'\;~"J" -:. ""' e-..... ,.. .'!f#J'¥t'." 1Ii~ ~~

.' .,

By Sylvia Moreno
Mineola - A State Supreme Court justice has thwarted Cox

-Cable's attempt to obtain the names and addresses of buyers of
'I . - decoding devices that the Great Neck firm claims provide illegal

access to cable programing.
I In an order issued yesterday by Justice Alexander Berman, Cox
i . Cable New York Inc. lost a round in ita legal battle against Tele
:' scan of Port Washington, a company that sella devices that Cox
" : contends unscrambles cable television signals and allows consum
l' en illegal acc:e8S to premium channels that cost Cox subscriben
! .' $79 a month. In a bitter dispute that started in November, Cox has

,been trying to obtain the names ofpersona who purchased decoders
from TelellCaD. and'C&J Industries as a prelude to suing the con
sumen for theft of service&..· ,.

" . In January, a State Supreme Court justice ordered both com- .
.panies to give Cox a list of their decoder customers. But when th~
hearing to disclosetheliata was held in February, Telescan
'claimed it did not keep recorda orita customers aiul C&J provided

- no information on its customers in Cox's primary market area,
. Great Neck. Subsequently, Cox went to court 'on March 18 asking

for Telescan's banking records to obtain names ofcustomers. Yes-
, teniay, Berman denied~ request. , • . . _

ft.....'it. appears that cable television conveners are not the
only items sold by Telescan arid the unveiling ofall checks used in
making purchases would undoubtedly serve to identify innocent
purcllasers of equipment-other than converters and make them
prospective defendants in unwarranted iiti~ti()ncausing them un
necessary and unjustifiable annoyance and expense," Berman
wrote in a three-paragraph·order..- '>;"~_.:,.,, '.'"

"They have no right to get our"recorda or to intimidate our
customers," Neil- Primia, president of Telescan, said yesterday.

. '. Cox Cable's marketing director, Robert Mosebach, said the firm
.is "to say the least, disappointed." He said the firm had not decided

. ,whether it will appeal Berman's ruling on the motion. Mosebach
estimates that Cox loses $15,000 a week to consumers in the Great
Neck area who buydecoders, purchase basic aervice for $7.95, then
illegally gain access to premium channels. The sale ofdecoders or
signal WlSCTaIIlblers in 'New York is not illegal. But using the
devices to gain a~tocable service for free ·is.

Cox is also ~Telescan, C&J Industries and Richard Fried
man of Bellmore; all distributors of decoders according to Cox, in
U.S. District Court. In a suit filed Feb. 24, Cox is suing the three
parties fOl" more thaxi $15 million in compensatory damages and $5
million in punitive damages for more than 30 alleged violations of
federal law I including illegal' interception of private television
communication; violation offederal copyright and trademark laws;
and illegal interference w:ith·Cox's contractual agreements. . .
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